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FM SECSTATE WASHDC 

TO USMISSION EC BRUSSELS PRIORITY 


LIMITED OFFICIAL USE STATE 030302 

E.O. 11652:N/A 

TAGS: ETRD, US. EEC 

SUBJECT: US SPECIALTY STEEL QUOTAS 

REF: EC BRUSSELS 01 146, EC BRUSSELS 01 192 

1 . AMBASSADOR SHOULD DELIVER FOLLOWING RESPONSE ALONG 
FOLLOWING LINES TO EC COMMISSIONER HAFERKAMP: 

(A) WE APPRECIATE EC'S CONCERNS ABOUT PROBLEMS IN 

WORLD STEEL TRADE AND AVOIDANCE OF A HEADON COLLISION WITH 

THE UNITED STATES. WE AGREE THAT A CONFRONTATION WOULD NOT 
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BE DESIRABLE, AND BELIEVE THAT EACH GOVERNMENT SHOULD MAKE 
EVERY EFFORT TO AVOID FURTHER RESTRICTIVE MEASURES. WE 
ARE DISQUIETED BY CONTINUING REPORTS OF PRESSURES WITHIN 
THE COMMUNITY AND THE POSSIBILITY THAT THE EC REACTIONS TO 
THOSE PRESSURES COULD LEAD TO FURTHER DEFLECTION OF STEEL 
EXPORTS TO THE UNITED STATES MARKET AS WELL AS WORSENING 
THE ATMOSPHERE FOR MAINTENANCE OF REASONABLE OPEN MARKETS. 
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(B) PART OF THE PROBLEMS THAT THE COMMISSION CITES 
WITH RESPECT TO THE FALLING OF INDIVIDUAL QUOTA CATE- 
GORIES FOR STEEL FROM THE COMMUNITY RESULTS FROM AN 

ATTEMPT BY THE UNITED STATES TO ACCOMMODATE EC CONCERNS. 
WE ESTABLISHED A SINGLE QUOTA FOR EACH CATEGORY FOR THE 
NINE MEMBER STATES RATHER THAN ALLOCATING INDIVIDUAL 
AMOUNTS TO EACH MEMBER STATE. THIS HAS HAD THE EFFECT OF 
CREATING INTENSE COMPETITION AMONG MEMBER STATE PRODUCERS 
TO FILL THE QUOTA AMOUNTS ALLOCATED TO THE EC WITH THE 
FURTHER RESULT THAT THESE QUOTAS FILLED MUCH MORE QUICKLY 
THAN WOULD OTHERWISE HAVE BEEN THE CASE. THUS, THE QUOTAS 
TO DATE HAVE SERVED PRIMARILY TO INCREASE THE RATE AT 
WHICH IMPORTS ENTER, RATHER THAN AS PROTECTION FOR AN IN- 
JURED INDUSTRY. FOR EXAMPLE. PLATE FROM THE EC WERE AT 
AN ANNUAL RATE OF 4,500 TONS UNDER THE QUOTAS COMPARED WITH 
A PREVIOUS PEAK OF 3,800 TONS IN 1974, DESPITE A 25 PERCENT 
DROP IN CONSUMPTION. ROD IMPORTS FROM THE EC WERE AT AN 
ANNUAL RATE OF 13,000 TONS UNDER THE QUOTA COMPARED WITH 
THE 1974 PEAK OF 9,700 TONS, DESPITE 18 PERCENT LESS 
CONSUMPTION. 

(C) IT IS PARTICULARLY REGRETTABLE, IN ANY ATTEMPT 

TO AVOID CONFRONTATION, THAT THE COMMISSION HAS SEIZED 
UPON AN ARTIFICIAL DEADLINE TO PRESS THIS ADMINISTRATION 
TO REVIEW A MAJOR POLICY DECISION WITHIN A FEW DAYS. AS 
THE COMMUNITY IS AWARE, THE PERIOD FOR EXERCISE OF GATT 
RIGHTS IS SOMETHING THAT CAN BE SETTLED ENTIRELY BY MUTUAL 
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AGREEMENT, AND IN FACT THERE IS NOTHING TO PREVENT THE 
UNITED STATES FROM UNILATERALLY WAIVING A REQUIREMENT OF 
A SPECIFIC NOTICE PERIOD. THEREFORE, THE UNITED STATES 

HEREBY WAIVES THE REQUIREMENT OF GATT ARTICLE XIX, 
PARAGRAPH 3(A) THAT 30 DAYS NOTICE BE GIVEN PRIOR TO ANY 
RETALIATORY ACTION, IN FAVOR OF A THREE DAY NOTICE. 

(D) WITH THE FULL RECOGNITION, HOWEVER, THAT A 
CONFRONTATION IS HIGHLY UNDESIRABLE, THE UNITED STATES 
GOVERNMENT HAS UNDERTAKEN A HIGH LEVEL REVIEW OF THE 
STEPS REQUESTED IN THE COMMISSION PAPER. IT IS EXPECTED 
THAT THIS INTERNAL REVIEW WOULD RESULT IN CABINET-LEVEL 
CONSIDERATION SOON (F.Y.I. WEEK OF FEBRUARY 14) AFTER WHICH 

A MORE COMPLETE RESPONSE CAN BE PROVIDED TO THE COMMISSION. 

(E) IN ACCORDANCE WITH THE COMMISSION S PAPER OF 
FEBRUARY 7, THE UNITED STATES WOULD BE PREPARED TO AGREE 
WITH THE COMMUNITY TO EXTEND THE CONSULTATION PERIOD 
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PROVIDED FOR IN GATT ARTICLE XIX, WHICH WOULD IN EFFECT 
EXTEND THE PERIOD FOR EXERCISE OF THE COMMUNITY'S RIGHTS 
UNDER THAT ARTICLE. 

2. FOR YOUR INFORMATION THE TRADE POLICY REVIEW GROUP IS 
SCHEDULED TO DISCUSS THE ISSUE OF REALLOCATIONS OF THE 
SPECIALTY STEEL QUOTAS AND THE ISSUE OF ASKING THE USITC 
FOR ADVICE ON TERMINATION OR REDUCTION OF RELIEF. THIS 
MEETING WILL TAKEPLACE4:30 THURSDAY, FEBRUAY10, IT IS 
POSSIBLETHAT THEMATTER COULDTHENBE DISCUSSED AT THE 
ECONOMIC POLICY GROUP MEETING ON MONDAY, FEBRUARY 14. 

ANY DECISION TO ASK FOR REVIEW OF THE QUOTAS WILL HAVE 
SIGNIFICANT DOMESTIC POLITICAL AND ECONOMIC EFFECTS. 

THOUGHTFUL CONSIDERATION OF THESE EFFECTS PREVENTS AN 
EARLIER RESPONSE TO THE COMMUNITY. HOWEVER, IT APPEARS THAT 
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THE ACTIONS INDICATED ABOVE WOULD CONSTITUTE EVIDENCE 
THAT "THE U.S. GOVERNMENT IS PREPARED TO MOVE" IN THE 
DIRECTION REQUESTED BY THE COMMISSION'S NOTE. WE HAVE OF 
COURSE BEEN DOING STAFF LEVEL PREPARATION FOR A DECISION 
OF THIS KIND, IN VIEW OF THE COMMISSION S CONCERNS RAISED 
IN THE LAST FEW MONTHS OF 1976. 

VANCE 


LIMITED OFFICIAL USE 


NNN 

LIMITED OFFICIAL USE 

PAGE 01 STATE 030302 
ORIGIN EUR-04 

INFO OCT-01 ISO-OO /005 R 

66011 

DRAFTED BY EUR/RPE:EACASEY:CC 
APPROVED BY EUR/RPE:EACASEY 

150228Z 041890/66 

P 150215Z FEB 77 

FM SECSTATE WASHDC 

TO USMISSION GENEVA PRIORITY 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


LIMITED OFFICIAL USE STATE 030302 

FOL RPT STATE 030302 ACTION EC BRUSSELS 10 FEB 77 QUOTE 
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E.O. 11652:N/A 

TAGS: ETRD, US. EEC 

SUBJECT: US SPECIALTY STEEL QUOTAS 

REF: EC BRUSSELS 01 146, EC BRUSSELS 01192 

1 . AMBASSADOR SHOULD DELIVER FOLLOWING RESPONSE ALONG 
FOLLOWING LINES TO EC COMMISSIONER HAFERKAMP: 

(A) WE APPRECIATE EC'S CONCERNS ABOUT PROBLEMS IN 

WORLD STEEL TRADE AND AVOIDANCE OF A HEADON COLLISION WITH 
THE UNITED STATES. WE AGREE THAT A CONFRONTATION WOULD NOT 

BE DESIRABLE, AND BELIEVE THAT EACH GOVERNMENT SHOULD MAKE 
EVERY EFFORT TO AVOID FURTHER RESTRICTIVE MEASURES. WE 
ARE DISQUIETED BY CONTINUING REPORTS OF PRESSURES WITHIN 
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THE COMMUNITY AND THE POSSIBILITY THAT THE EC REACTIONS TO 
THOSE PRESSURES COULD LEAD TO FURTHER DEFLECTION OF STEEL 
EXPORTS TO THE UNITED STATES MARKET AS WELL AS WORSENING 
THE ATMOSPHERE FOR MAINTENANCE OF REASONABLE OPEN MARKETS. 

(B) PART OF THE PROBLEMS THAT THE COMMISSION CITES 
WITH RESPECT TO THE FALLING OF INDIVIDUAL QUOTA CATE- 
GORIES FOR STEEL FROM THE COMMUNITY RESULTS FROM AN 

ATTEMPT BY THE UNITED STATES TO ACCOMMODATE EC CONCERNS. 

WE ESTABLISHED A SINGLE QUOTA FOR EACH CATEGORY FOR THE 
NINE MEMBER STATES RATHER THAN ALLOCATING INDIVIDUAL 
AMOUNTS TO EACH MEMBER STATE. THIS HAS HAD THE EFFECT OF 
CREATING INTENSE COMPETITION AMONG MEMBER STATE PRODUCERS 
TO FILL THE QUOTA AMOUNTS ALLOCATED TO THE EC WITH THE 
FURTHER RESULT THAT THESE QUOTAS FILLED MUCH MORE QUICKLY 
THAN WOULD OTHERWISE HAVE BEEN THE CASE. THUS, THE QUOTAS 
TO DATE HAVE SERVED PRIMARILY TO INCREASE THE RATE AT 
WHICH IMPORTS ENTER, RATHER THAN AS PROTECTION FOR AN IN- 
JURED INDUSTRY. FOR EXAMPLE. PLATE FROM THE EC WERE AT 
AN ANNUAL RATE OF 4,500 TONS UNDER THE QUOTAS COMPARED WITH 
A PREVIOUS PEAK OF 3,800 TONS IN 1974, DESPITE A 25 PERCENT 
DROP IN CONSUMPTION. ROD IMPORTS FROM THE EC WERE AT AN 
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ANNUAL RATE OF 13,000 TONS UNDER THE QUOTA COMPARED WITH 
THE 1974 PEAK OF 9,700 TONS, DESPITE 18 PERCENT LESS 
CONSUMPTION. 

(C) IT IS PARTICULARLY REGRETTABLE, IN ANY ATTEMPT 
TO AVOID CONFRONTATION, THAT THE COMMISSION HAS SEIZED 
UPON AN ARTIFICIAL DEADLINE TO PRESS THIS ADMINISTRATION 
TO REVIEW A MAJOR POLICY DECISION WITHIN A FEW DAYS. AS 
THE COMMUNITY IS AWARE, THE PERIOD FOR EXERCISE OF GATT 
RIGHTS IS SOMETHING THAT CAN BE SETTLED ENTIRELY BY MUTUAL 
AGREEMENT, AND IN FACT THERE IS NOTHING TO PREVENT THE 
UNITED STATES FROM UNILATERALLY WAIVING A REQUIREMENT OF 
A SPECIFIC NOTICE PERIOD. THEREFORE, THE UNITED STATES 
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HEREBY WAIVES THE REQUIREMENT OF GATT ARTICLE XIX, 
PARAGRAPH 3(A) THAT 30 DAYS NOTICE BE GIVEN PRIOR TO ANY 
RETALIATORY ACTION, IN FAVOR OF A THREE DAY NOTICE. 

(D) WITH THE FULL RECOGNITION, HOWEVER, THAT A 
CONFRONTATION IS HIGHLY UNDESIRABLE, THE UNITED STATES 
GOVERNMENT HAS UNDERTAKEN A HIGH LEVEL REVIEW OF THE 
STEPS REQUESTED IN THE COMMISSION PAPER. IT IS EXPECTED 
THAT THIS INTERNAL REVIEW WOULD RESULT IN CABINET-LEVEL 
CONSIDERATION SOON (F.Y.I. WEEK OF FEBRUARY 14) AFTER WHICH 

A MORE COMPLETE RESPONSE CAN BE PROVIDED TO THE COMMISSION. 

(E) IN ACCORDANCE WITH THE COMMISSION S PAPER OF 
FEBRUARY 7, THE UNITED STATES WOULD BE PREPARED TO AGREE 
WITH THE COMMUNITY TO EXTEND THE CONSULTATION PERIOD 
PROVIDED FOR IN GATT ARTICLE XIX, WHICH WOULD IN EFFECT 
EXTEND THE PERIOD FOR EXERCISE OF THE COMMUNITY'S RIGHTS 
UNDER THAT ARTICLE. 

2. FOR YOUR INFORMATION THE TRADE POLICY REVIEW GROUP IS 
SCHEDULED TO DISCUSS THE ISSUE OF REALLOCATIONS OF THE 
SPECIALTY STEEL QUOTAS AND THE ISSUE OF ASKING THE USITC 
FOR ADVICE ON TERMINATION OR REDUCTION OF RELIEF. THIS 
MEETING WILL TAKEPLACE4:30 THURSDAY, FEBRUAY10, IT IS 
POSSIBLETHAT THEMATTER COULDTHENBE DISCUSSED AT THE 
ECONOMIC POLICY GROUP MEETING ON MONDAY, FEBRUARY 14. 

ANY DECISION TO ASK FOR REVIEW OF THE QUOTAS WILL HAVE 
SIGNIFICANT DOMESTIC POLITICAL AND ECONOMIC EFFECTS. 

THOUGHTFUL CONSIDERATION OF THESE EFFECTS PREVENTS AN 
EARLIER RESPONSE TO THE COMMUNITY, HOWEVER, IT APPEARS THAT 

THE ACTIONS INDICATED ABOVE WOULD CONSTITUTE EVIDENCE 
THAT "THE U.S. GOVERNMENT IS PREPARED TO MOVE" IN THE 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


DIRECTION REQUESTED BY THE COMMISSION'S NOTE. WE HAVE OF 
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COURSE BEEN DOING STAFF LEVEL PREPARATION FOR A DECISION 
OF THIS KIND, IN VIEW OF THE COMMISSION S CONCERNS RAISED 
IN THE LAST FEW MONTHS OF 1976. 

VANCE 

UNQUOTE VANCE 
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